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BANGLADESH - KEY ECONOMIC INDICATORS 


All values are in millions of U.S. dollars, unless otherwise indicated. The Bangladesh fiscal year is from July 1 to June 30 
(e.g., FY92 is 7/1/91 to 6/30/92). The exchange rate used for converting taka to dollars is the mid-period rate for FY92: 
38.8 taka to the dollar. Trade figures are in current dollars; GDP figures are for real GDP in constant 1992 dollars. 
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Trade and Balance of Payments 
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Wage Remittances from Overseas 
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Foreign Assistance Disbursements 
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U.S.-Bangladesh Accounts 

U.S. Exports to BD (calendar year) 
U.S. Imports from BD (calendar year) 
U.S. Bilateral Aid 
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110.97 113.64 116.36 
22,140 22,920 

6.22 3.50 
199.54 201.68 
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3,756 

-2,244 
757 
-932 
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-125 
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32.93 


181 
538 
131 


Principal U.S. exports: Wheat, Fertilizer, Cotton, Machinery 
Principal U.S. imports: Garments, Seafood, Jute Products 


Percent 
Change 


2.40 
3.80 


1.37 
3.66 


SOURCES: Bangladesh Bureau of Statistics, International Monetary Fund (IMF), World Bank, U.S. Department of 
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SUMMARY 


Given a respite from natural disasters and major political unrest, Bangladesh’s democratically elected 
government was able to take some halting steps towards economic reform in fiscal year 1992. Changes in 
Bangladesh's tax and tariff regimes, many of them adopted in accord with the Enhanced Structural 
Adjustment Facility (ESAF) program of the International Monetary Fund (IMF), offer the prospect of enhanced 
revenues and more open markets, but the government made little progress in privatizing inefficient 
state-owned industries or reducing the public payroll. There was some success in reforming policies on 
foreign investment, but these efforts have yet to pay off. 


Another bumper rice crop and spectacular growth in the export garment industry were only enough to push 
economic growth up to 3.8 percent, slightly below the 4 to 4.5 percent rate predicted for FY92. One reason 
behind the shortfall was a decline in disbursements of foreign assistance, on which much of the economy 
depends. Despite the overall lackluster economic performance, Bangladesh continued to adhere to the fiscal 
and monetary conditions of the ESAF program, with the result that inflation stayed well under control and 
foreign exchange reserves rose to record levels. Growth in FY93 could increase to 4.5 percent, but this will 


require another good crop, a rise in foreign aid disbursements, and some progress in expanding the role of 
the private sector. 


American exporters were able to benefit from some new opportunities in FY92, and prospects look promising 
in the oil and gas, telecommunications, power generation, and textile sectors. U.S. investors fared less well, 
as one American firm left Bangladesh and none arrived, in spite of inducements to foreign investment 
contained in a new industrial policy. As in years past, most commercial opportunities remain linked to 
donor-financed projects, but liberalization may bring some expanding markets in the private sector. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


Background: Lying between the eastern arm of India and the Bay of Bengal, Bangladesh is a semitropical 
riverine nation with fertile soil and high vulnerability to floods. Once the main source of agricultural raw 
materials for the British Indian city of Calcutta, the land of what is now Bangladesh continues to be farmed 
extensively, and most Bangladeshis still make their living from agriculture. With its 116 million people crowded 


into an area the size of Wisconsin, Bangladesh has the highest population density of any non-urban country in 
the world. 


Administered as the eastern part of Bengal province under British rule, the land of present-day Bangladesh 
became part of Pakistan when the British withdrew from the Indian subcontinent in 1947. Disputes with the 
West Pakistanis led to a bloody war of independence in 1971, and to the subsequent creation of the nation of 
Bangladesh. Since 1971, Bangladesh has remained one of the world’s poorest countries, although 
agricultural output has increased steadily over the nation’s 21-year history. During that time, Bangladesh's 
difficult circumstances have drawn significant assistance from developed nations. Bangladesh receives 
annually the equivalent of 7 or 8 percent of GDP in foreign assistance and would get even more were it not for 
local bottlenecks that cause projects to back up in the aid pipeline. 


Bangladesh’s industrial development has been hampered by a strong government commitment, common in 
South Asia, to intervention in trade and industry. Some privatization and liberalization measures followed an 
initial burst of nationalization at independence, but the government's uneven efforts in this area have generally 
yielded unimpressive results. Efforts at reform often run afoul of vested interest groups, such as public sector 
labor unions or domestic producers in import-competing industries. 


Agriculture: Production of food grains rose by about 3.6 percent in FY92, bringing Bangladesh closer to its 
national goal of food self-sufficiency. Of the total food grain output of 19.55 million metric tons, 18.45 million 
tons was from the country’s three main rice crops, while wheat accounted for about 1.1 million metric tons. 
The bumper crop resulted from relatively good weather, greater use of fertilizer and irrigation, and an increase 
in area planted. Increased involvement of the private sector in the marketing of fertilizer and seed has 





boosted harvests, particularly from the dry season boro rice crop, which requires a relatively high level of 
irrigation and fertilizer. Higher production has worked to keep up the government’s reserve grain stocks, 
which amounted to 1.2 million metric tons at the end of FY92. 


Food grain imports have declined with the rise in agricultural output. In FY92, Bangladesh imported 1.56 
million metric tons of grain, mostly wheat, of which 1.41 million metric tons were provided through various 
food aid programs. As usual, the United States donated the largest share, providing 534,000 metric tons of 
wheat to Bangladesh under the Title Il and Title Ill PL-480 programs. Bangladesh also imported 150,000 tons 
of wheat on commercial terms, all from the United States, under the Export Enhancement Program (EEP) of 
the U.S. Department of Agriculture (USDA). (EEP is a U.S. trade policy measure intended to counteract the 
effects of subsidies provided by third countries to their exporters.) 


Under pressure from wheat millers and distributors, the Bangladesh Government waived duties charged to 
private importers in July 1992, thereby opening the door for commercial private sector imports of wheat. 
Taking advantage of the opening, a private sector cooperative purchased 75,000 tons of wheat in July and 
August from a large American company, with help from EEP. Further sales to the private sector are expected, 
with the likelihood that a larger share of U.S. food grain exports to Bangladesh will be on commercial terms in 
the future. 


Jute, the traditional "golden fiber" of Bengal, is Bangladesh's main cash crop, cultivated in rotation with rice on 
the country’s wet, fertile fields. Industry advocates contend that up to 30 million people in Bangladesh rely on 
jute for their livelihood. Although Bangladesh is still the world’s leading jute exporter, the fiber’s prominence 
has slipped in recent years as world demand for such jute products as carpet-backing and burlap bags has 
stagnated or fallen. Heavy government involvement in procurement and processing has also contributed to 
jute’s decline. Exports of jute and jute goods in FY92 were worth about the same as in FY91, at $390 million. 
Jute exports to the United States, however, fell almost 40 percent to just $22 million, as U.S. carpet 
manufacturers continued to substitute synthetics for jute carpet backing cloth. 


In contrast to the regular increases in grain outputs, there is some evidence that production of vegetables and 
other agricultural goods has stagnated or declined in recent years. Sugar constitutes a large domestic 
agroindustry, but production is still not adequate to satisfy domestic demand. Growth in the industry is 
impeded by a high level of state involvement that tends to force up production costs, allowing smuggled 
Indian sugar to infiltrate the market. 


Industry: Anecdotal and indirect evidence suggests that, with the notable exception of the booming garments 
industry, there was little industrial growth in Bangladesh in FY92. Lower levels of foreign project aid 
disbursements, slow progress in liberalizing trade and industrial policies, and uncertainty within the business 
community about the new government’s economic program, were all among the factors blamed for this 
industrial stagnation. Industrial growth for FY92 is estimated at 4 percent, but would be close to zero if the 


garment industry were not included. Industry’s approximately 16 percent share of GDP has not changed 
much over the years. 


The public sector accounts for only about one-fourth of Bangladesh's industrial output, but exercises a 
dominant influence on industry and the economy. Most public sector industries, including textiles, jute 
processing, and sugar processing, are perennial money losers, draining the exchequer and setting wages that 
their private sector counterparts often feel compelled to meet out of fear of union action. Even worse, the fact 
that a number of crucial nonmanufacturing industries -- power, telecommunications, railroads, and the airline -- 
are in the public sector tends to limit private sector productivity. Among these the electric utility, known as the 
Power Development Board (PDB), exerts a particularly strong drag on the economy due to high rates of fraud 
and inefficiency. The PDB’s problems have led the World Bank and other donors to suspend lending to the 
power sector until the utility's management is improved. 


Without significant changes in the public sector and increases in private and foreign investment, no dramatic 
upsurge in the country’s industrial growth rate is likely. Although the new government proclaims privatization 
of public sector industry as a major priority, it has made little progress in selling off or shutting down 





parastatal enterprises. Growth in private investment is certainly possible, but would require a stronger 
commitment from the government to free up the economic environment and enforce the law. Assuming that 
some reforms will be made but that the public sector remains largely intact, overall industrial growth should be 
in the realm of 4 to 5 percent in FY93. Overall GDP growth could be as high as 4.5 percent, but will probably 
be around 4 percent, over the next fiscal year. 


Financial Sector: Long an easy source of funds for preferred borrowers who did not feel obliged to repay 
their loans, the banking sector in Bangladesh is undergoing a wholesale reform effort under the Financial 
Sector Reform Program (FSRP), supported by both the U.S. Agency for International Development (USAID) 
and the World Bank. The FSRP faces a daunting challenge in attempting to convert a bureaucratically run, 
economically unresponsive, network of nationalized banks into a useful source of capital for entrepreneurs. In 
the past the nationalized banks had been kept afloat by constant infusions of capital from the Bangladesh 
Bank (central bank), enabling them to survive the large proportion of nonperforming loans in their portfolio. 
Insulation from market forces also permitted the banks to maintain administered interest rates, to carry on with 


inefficient management untrained in banking basics, and to ignore the bottom line in providing and pricing 
banking services. 


While the FSRP has made considerable progress in repricing banking services and liberalizing interest rates, 
the banks continue to function as conduits for subsidies to preferred customers -- usually public sector 
industries. Barring massive reduction or reform of the public sector, this relationship will not change. 
Nevertheless, some recent developments, notably a change in the legal code making it easier for banks to 
collect delinquent loans, could lead to an improvement in collection rates. 


Monetary and Fiscal Policy: Over its second year in the IMF’s three-year ESAF program, Bangladesh 
continued to meet or exceed the ESAF fiscal and monetary targets. At less than 14 percent, money supply 
growth was within the ESAF guidelines. As was the case in FY91, low effective demand for loans led to 


limited growth in private sector credit, tending to dampen growth in the money supply. The low money 
growth rate combined with weak consumer demand to keep inflation down to 5.1 percent, low for 
Bangladesh. 


Government expenditure stayed under control for FY92, despite large wage increases granted to public sector 
workers. Noninvestment expenditure actually fell in real terms, more than satisfying the government's 
objective of keeping real growth in this category below GDP growth. By contrast, expenditures on the 
country’s Annual Development Program (ADP) increased about 5 percent from the previous year, but fell well 
short of the government's ambitious target. Perpetually low rates of private savings and investment compel 
the government to make up some of the difference through public investment, in the form of the ADP. While 


most funding for the ADP comes from donor nations, the Finance Ministry was able to increase Bangladesh's 
contribution in FY92. 


Tax collections have been the government's most conspicuous economic success. As indicated in the 
Statistical table, government tax collections were up well over 10 percent in real terms, again surpassing the 
ESAF targets. Much of the credit for raising revenues, which at about 10 percent of GDP are still among the 
world’s lowest, belongs to the Finance Minister, who has taken a strong direct interest in keeping collections 
up. While donor nations generally welcome better tax collection as an important first step to reform, there is 
some concern that concentrating on taxes without concurrent efforts to privatize public sector industries will 
impose an unfair burden on Bangladesh's vulnerable private sector. 


Building on the progress achieved over the past year, Bangladesh has adopted a budget for FY93 that 
emphasizes measures to raise public revenues to 10.5 percent of GDP, slightly above the 10.3 percent yield 
achieved in FY92 and in line with the revenue goals laid out in the ESAF program. Increasing public 
investment under the ADP is the other main pillar of the FY93 budget. The government proposes to increase 
ADP spending to the taka equivalent of $2.3 billion, 21 percent higher than the FY92 ADP budget, and an 
imposing 40 percent higher than the amount actually spent on ADP in the past year. Success in meeting 
revenue targets would allow the Bangladesh Government to fund 27 percent of the ADP out of its own 
resources. 





The new budget is definitely a step in the right direction, but there are possible problems. In addition to the 
burden on the private sector, raising tax revenues may tend to have protectionist effects, since most of 
Bangladesh's taxes are collected at ports of entry. On the expenditure side, recent experience suggests that 
actual ADP disbursements will fall well short of the dramatic increases laid out in the budget. Aid donors 
argue that a more realistic ADP target would improve budgeting transparency and promote prioritization of 
development projects. 


Foreign Assistance: Disbursements of foreign assistance to Bangladesh fell in FY92 for the second year in a 
row, from $1.73 to $1.66 billion. The drop was due largely to the newly installed government's inability to 
approve projects on time, and, in some cases, to its failure to meet donor conditions on loans and grants. 
Government officials blame the slow pace of spending on the introduction of new project approval 
procedures, and promise that the glitches have been ironed out for FY93. Project aid disbursements dropped 
considerably, exacerbating the already sizeable backup in the foreign aid pipeline of committed but unspent 
funds, which now contains about $5.5 billion. Despite the spending sclerosis, the consortium of aid donors to 
Bangladesh pledged a near-record level of $2.2 billion to the country for FY93 during its annual Paris meeting 
in April. This continued attention from donors, in conjunction with the government’s frequently proclaimed 
intention to accelerate development spending, may reverse the trend of declining aid expenditures in FY93. 


Import Trade: Imports to Bangladesh also declined for the second straight year, due in large measure to the 
dropoff in aid flows, which typically account for about half of all imports to the country. Other reasons behind 
the 2 percent decline include the government’s overall fiscal austerity, and depressed consumer demand. 
With higher government spending on development projects and what appears to be a recent increase in 
commercial activity, imports should pick up again in FY93. 


Bangladesh continues to maintain a highly protective trade regime, with an average tariff of around 50 
percent. However, recent negotiations with the World Bank have sparked some liberalization measures. 
Although the Bangladesh Government failed to reduce its tariff ceiling from 100 to 75 percent as originally 
called for under the ESAF guidelines, it shifted a number of goods from the former to the latter rate, and 
streamlined the system by reducing the overall number of tariff categories. Officials involved in the trade 
negotiations indicate that Bangladesh is still on track for a planned reduction of its tariff ceiling to 60 percent 
in FY94. Nonetheless, protection remains a sensitive issue given Bangladesh's strong South Asian orientation 
towards import substitution, and tariff reductions of this magnitude are sure to meet with intense political 
resistance. 


While average tariffs will be lower in FY93, total tariff revenue is expected to rise slightly as a result of 
expanded coverage. Tariff revenues will also be bolstered by the publication of a new table of “tariff values" 
that stipulates how much specific import items should cost in dollars, no matter what the invoiced price of the 
item. Another trade measure, the removal of 100 out of 193 items from a banned list of prohibited imports, 
should also work to increase customs revenues by subjecting more possible imports to tariffs. 


Export Trade: By far the most dynamic performer in Bangladesh's economy, garment exports were up 46 
percent over the previous year, providing the main impetus for overall export growth of 13 percent (Note: all 
trade figures are calculated in nominal dollar terms.) At over $1 billion in FY92, garments now make up more 
than half the value of Bangladesh's total exports, but most of the trade consists of assembling imported cloth 


for reexport, so that the total value added to garments in Bangladesh is only about one-third of the exported 
value. 


Bangladesh only began exporting garments in the early 1980s, but growth in the industry since that time has 
been phenomenal, partly due to the imposition under the Multifiber Arrangement (MFA) of export quotas on 
Bangladesh's Asian competitors. Sharing credit for the success of garment exports is the Bangladesh 
Government, which permitted garment manufacturers to skip customs formalities by providing access to 
bonded warehouses, and otherwise let the manufacturers alone. Unfortunately, this laissez faire approach has 





recently given way to a 30 percent domestic value added requirement intended to force garment exporters to 
source some of their cloth from local textile mills. While the aim of creating backward linkages with another 
domestic industry makes sense, most local textile manufacturers, particularly in the public sector, are not able 
to supply export quality cloth. 


In striking contrast to the garments sector, Bangladesh’s nongarment exports, consisting primarily of jute, tea, 
frozen seafood, and leather goods, declined by about 5 percent in FY92. Different industries suffered for 
different reasons. Frozen seafood (shrimp) exports were damaged by Bangladesh's catastrophic April 1991 
cyclone and the subsequent fear of contamination on the part of importing countries. Leather was hit by a 
government ban on exporting semiprocessed wet-blue leather, and by a shortfall in the supply of cowhides. 
Jute exports continue to be hurt by stagnant world demand, excessive regulation and overstaffing in the 
state-run jute mills. 


Given Bangladesh's low domestic demand, hopes for accelerated economic growth must rest with exporters. 
To promote exports, the Bangladesh Government will need to follow the pattern it established with the 
garments industry in granting back-to-back letter-of-credit facilities and bonded warehousing. Further arbitrary 
interventions such as the ban on wet-blue leather exports, or the 30 percent domestic value added 
requirement for garments, will tend to short circuit export promotion efforts. Assuming that the garment boom 
continues, that exporters in other nonjute sectors begin to recover, and that the government steers clear of 
major policy mistakes, export growth in FY92 should be in the area of 15 to 20 percent. 


External Accounts: The dropoff in imports and continuing export growth contributed to a reduction in the 
current account deficit to $620 million, the lowest level in many years. Taking into account aid disbursements 
of $1.66 billion, Bangladesh ran a substantial balance-of-payments surplus of about $600 million. This surplus 
in turn generated a doubling of foreign reserves in the Bangladesh Bank, from $775 million to $1.58 billion, 
equivalent to about five months of imports at the current pace. As in FY91, while the increase in reserves is 
itself intrinsically desirable, it also reflects the low demand for imported investment goods and low rate of 
economic growth. If the Bangladesh Government succeeds in increasing investment expenditure in FY93 as 
planned, its balance of payments will slip back towards zero. 


Hard currency remittances from Bangladeshi workers abroad, many in the Middle East, go a long way 
towards keeping the current account under control. At $840 million, remittances made through the 
Bangladesh Bank were up over FY91, thanks in part to Bangladeshi laborers returning to Kuwait after the Gulf 
War. !n addition to the official remittances, a significant but unknown amount of hard currency is sent back to 
Bangladesh through private “hundi* operators, who offer slightly higher rates and more efficient service than 
the banks. Overseas workers no longer have the option of benefiting from a special “wage earners” 
exchange rate, as the Bangladesh Bank consolidated the wage earners’ rate with the primary rate on January 
1, 1992. The consolidation did not provoke much protest, since the two rates were virtually identical by that 
time. 


During FY92, the Bangladesh Bank devalued the currency from 35.79 to 39.00 taka to the dollar, a drop of 
about 9 percent, well ahead of inflation. Since January 1, 1992, however, the taka has only been devalued by 
half of 1 percent against the U.S. dollar. The Bangladesh Bank follows a flexible exchange rate policy of 
revaluing the currency on the basis of a weighted basket of economic indicators. Standard indicators -- the 
high level of reserves and a black market rate close to the official rate -- suggest the bank has done a good 
job fixing the exchange rate close to its equilibrium level. The taka’s market value, 

however, is bolstered by the large sums of foreign exchange Bangladesh receives every year through aid 
transfers. Noting that the real exchange rate for the taka has risen vis-a-vis exchange rates for the currencies 
of export competitors such as India and China, many economists and exporters now argue for further 
devaluation. 


Assessed on the basis of outstanding principal, Bangladesh's national debt was $12.2 billion as of June 1992, 
up 7 percent from the June 1991 debt of $11.4 billion. Because virtually all of the country’s outstanding debt 
has been granted on highly concessional terms (e.g., 1 or 2 percent interest, 30-year maturity and a 20-year 
grace period) by donor nations and multilateral lending institutions, the net present value of the debt is far 





lower than the face value. Of the total national debt, about $700 million is owed to the United States as an 
obligation incurred through PL-480 Title | food disbursements. An additional $292 million in debt to the United 
States, representing development assistance loans given in the late 1970s and early 1980s, was written off 
under U.S. debt forgiveness legislation in October 1991. 


B. IMPLICATIONS FOR THE UNITED STATES 


U.S.-Bangladesh Trade: With garment sales now accounting for the bulk of bilateral trade, the United States 
ran a trade deficit with Bangladesh of $345 million in calendar year 1991, down slightly from the 1990 trade 
deficit of $357 million. The United States imported $524 million worth of goods from Bangladesh in calendar 
1991, of which garments made up $456 million, or 87 percent. U.S. exports to Bangladesh were limited at 
$179 million, very close to the 1990 export figure of $181 million. More than half of all U.S. exports to 
Bangladesh were financed by U.S. foreign assistance. Early indications are that garment imports will push the 
U.S.-Bangladesh trade deficit to about $400 million in calendar 1992. 


Most U.S. exports to Bangladesh are aid-financed commodities such as wheat, soybean oil, fertilizer, electrical 
equipment, and contraceptives. Large commercial sales over the past decade have included aircraft (four 
McDonnell-Douglas DC-10’s purchased by the national airline), oil and gas drilling equipment, and 
telecommunications equipment. As described in the section on agriculture, U.S. grain traders working with 


USDA’s Export Enhancement Program supplied all of the 150,000 metric tons of wheat put out to commercial 
tender by Bangladesh in FY92. 


While Bangladesh is shifting a larger share of its garment exports towards the European Community, U.S. 
garment imports from Bangladesh are still climbing steeply. U.S. and Bangladeshi negotiators meet every 
year to revise garment quotas under the MFA and establish quotas for new items as they come into 
production in Bangladesh. Recent years have seen some challenges to Bangladeshi garment exporters from 
U.S. labor groups protesting child labor practices, and from U.S. garment producers alleging that some 
products are being dumped or covertly subsidized. U.S. imports of other items from Bangladesh, particularly 
jute products like carpet backing cloth, have fallen sharply over the past two years. 


Investment: The rapid growth of Bangladesh’s Southeast Asian neighbors has persuaded most Bangladeshis 
that foreign investment offers the quickest route to economic prosperity. In hopes of luring more foreign 
investors, the Bangladesh Government has reversed its former official indifference to foreign capital. 

Measures to promote foreign investment include the creation of a Board of Investment, supposedly a 
“one-stop shop" where investors can cut through red tape associated with foreign trade and business 
startups. Another liberalization measure, the Industrial Policy of 1991, makes it possible for foreigners to hold 
up to 100 percent of a firm in Bangladesh and promises that foreign investors will be treated on a par with 
domestic capital. Unfortunately, theory and practice have yet to converge, and foreign investors continue to 
face bureaucratic impediments such as those posed by the nation’s drug manufacturing laws, which 


effectively prohibit foreign corporations from producing certain types of commonly used legal drugs in 
Bangladesh. 


U.S. assets in Bangladesh are small, representing something less than $40 million in cumulative investment. 
Despite the more favorable attitude to foreign investment in general, the U.S. presence in Bangladesh 
decreased by one firm in FY92, as Squibb Pharmaceuticals shut down its plant after 25 years of operating in 
Bangladesh. U.S. capital remaining in Bangladesh includes the assets of a life insurance company, a 
vegetable oil processing and storage plant, a sewing machine company, and one pharmaceuticals firm. In 
addition, there are the financial assets of American Express, the sole American bank doing business in 


Bangladesh. Citibank also maintains a representative office providing overseas account management 
services. 


Although it only represents a small proportion of export-oriented production and $83 million in investment, 
Bangladesh's export processing zone (EPZ), located near the main port of Chittagong and containing 48 
active plants, is a major focus of attention and overseas investment. By providing relief from bureaucratic red 
tape and customs formalities, together with ready access to international markets through the nearby port, the 





EPZ has attracted capital from Japan, the United States, Singapore, South Korea, and Pakistan, among other 
nations. U.S. involvement in the EPZ consists primarily of four garment factories, with a total capitalization of 
about $8 million. The Bangladesh Government has plans to establish similar export processing zones in other 
parts of the country, with the first of these to be set up soon in the town of Savar, north of Dhaka and close to 
the international airport. In Chittagong, the government plans to construct an embankment during the coming 
year to protect the EPZ from floods on the order of the four-foot tidal surge that struck in April 1991. 


Foreign investors have had mixed luck in Bangladesh, and the government's efforts at bringing in new 
investment have so far borne little fruit. Bad news on the investment front in FY92 was not limited to Squibb’s 
departure; the Dutch firm Philips, manufacturer of lightbulbs and other electrical items, is in the process of 
selling off its Bangladeshi factory after five decades of operation. Worries about lawlessness, labor militancy, 
and inadequate infrastructure still keep many potential investors away. Investor confidence has been further 
shaken by a recent case in which the expatriate head of a foreign energy firm was put in jail for several weeks 
without due process, under Bangladesh’s Special Powers Act. 


Nevertheless, not all foreign firms are struggling. Lever Brothers, a British-Bangladeshi joint venture producing 
sundries and cosmetics, has managed to turn profits of over 50 percent in recent years. Nestle’s, the Swiss 
food conglomerate, is initiating operations in Bangladesh. Interest is picking up in telecommunications, power 
generation, and manufacturing industries which benefit from Bangladesh’s endowment of natural gas. 


The U.S. Overseas Private Investment Corporation provides insurance to most U.S. firms operating in 
Bangladesh and is working to generate support for additional U.S. investment in Bangladesh. 


Opportunities for U.S. Firms: Business opportunities for U.S. firms now appear to be expanding beyond the 
Close linkage to donor-financed projects that has been the norm in Bangladesh. Nevertheless, projects 
supported by the World Bank and the Asian Development Bank continue to offer the steadiest and most 
reliable prospects for American firms. Projects funded by USAID offer more limited opportunities, most in the 
provision of agricultural commodities or in technical assistance. Another possibility for U.S. firms is to seek 
contracts to do technical assessments under the U.S.Government’s Trade and Development Program (TDP), 
which is currently funding a $350,000 study of Bangladesh's civil aviation sector. Projects sponsored by other 
countries’ bilateral aid agencies are less promising, as virtually all bilateral donors tie large portions of their aid 
to home country or Third World sources. Nevertheless, even here opportunities are increasing as Japan (the 
number one supplier of bilateral aid) makes it easier for U.S. firms to participate in Japanese aid contracts. 


Selling directly to the public sector, U.S. firms have won contracts in recent years to provide grain, oil drilling 
equipment, telecommunications equipment, power generation and transmission equipment, and, in 1989, a 
large jetliner. Under technical assistance contracts, U.S. consultants have provided advice on rural finance, 
banking and capital markets, natural resource management, rural electrification, and fertilizer distribution. 
Sales to the Bangladeshi private sector have been limited, but include textile machinery, power generation 
equipment, and grain. 


Fossil fuel exploration and production represents a growing part of the economy, and an area where 
American firms can be quite competitive. Bangladesh has already gone a long way towards converting its 15 
trillion cubic feet of proven natural gas reserves into a performing economic asset. With many of its power 
stations fueled by natural gas, and interest from foreigners in building natural gas-based production facilities 
increasing, Bangladesh is moving to expand and exploit its gas reserves. The Bangladesh Government is 
negotiating with a large American firm to take over exploration and production on one of the country’s richest 
natural gas fields. Contracts with other firms for other blocks of land are possible. In addition to natural gas, 
there is some coal mining and some hope of finding usable oil reserves. 


Two other potentially fruitful areas for U.S. firms are telecommunications and power generation. The 
Bangladesh Government is keen on modernizing its shaky telephone system, and has looked to foreign 
contractors to help it with the job. Although a French firm, using considerable support from the French 
Government, won a recent contract to provide digital phone lines to the city of Chittagong, other 
telecommunications tenders should go out in FY93, and American firms may be well placed to win some of 





these. By contrast with telecommunications, future opportunities in power generation may be focused in the 
private sector. These will include provision of standby generators to private firms, and, depending on 
possible lifting of government restrictions on private power, construction of power stations. 


The U.S. Embassy in Bangladesh works to ensure that American firms are able to compete fairly on tenders 
from the multilateral development banks, and, when open, on tenders from other donors. Moreover, the 
Embassy is on the lookout for new areas where U.S. firms are not currently very active, but may have a 
competitive advantage. One such area may be textiles and textile machinery, the demand for which should 
increase as garment manufacturers expand their linkages to local textile producers. 
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The Trade Information Center is a one-stop information source on the multitude of Federal 
export assistance programs. The Center is operated by the Trade Promotion Coordinating 
Committee (TPCC), which includes the 19 Federal agencies responsible for international trade 
and export promotion, 


International trade specialists can be reached weekdays from 8:30 a.m. to 6 p.m. on the Center’s 
toll-free “800” line. These professionals advise exporters on how to locate and utilize govern- 
ment programs and guide them through the export process. They are ready to answer a wide 
variety of questions ranging from how to respond to an international order, to what the top 
foreign markets are for a particular product. 


Information Available from the Center 


The Trade Information Center is an access point for information on all Federal export assistance 
programs, including those that provide: 


e Export Counseling 

e International Market Research and Trade Leads 

¢ Overseas and Domestic Trade Events and Activities 

e Export Financing 

e Advice on Documentation and Licensing Requirements 


Callers can get reports and statistics from the computerized National Trade Data Bank, which 
includes over 100,000 government documents related to export promotion and international 
markets. The Trade Information Center staff also advises businesses on upcoming conferences, 
trade missions and fairs offered in the U.S. and overseas by both federal, state, and local organi- 
zations. 


How to Reach the Trade Information Center 


Businesses can reach the Trade Information Center through a nationwide toll-free number: 
1-800-USA-TRADE (1-800-872-8723). Deaf and hearing-impaired callers can use a toll-free 
telecommunications device: 1-800-TDD-TRADE (1-800-833-8723). The Center is open from 
8:30 a.m. to 6:00 p.m., Monday through Friday, and a message center takes calls after hours. 
The Center is located in the Department of Commerce at 14th Street and Constitution Avenue, 
N.W., Room 7424, Washington, D.C., 20230 





